Agenda Item 6

TO:

Policy and Finance Committee

FROM:
Treasurer to the Fire Authority 

DATE:
21 June 2007

FINAL ACCOUNTS 2006/07 & TREASURY MANAGEMENT STATEMENT

1.
Purpose

1.1
To approve the proposed carry forwards, the Treasury Management Statement (Appendix 2), the Final Accounts (Appendix 3) and the backward looking annual efficiency statement (Appendix 4) of the Fire Authority for 2006/07.

2.
Recommendations

2.1 The Policy and Finance Committee is asked to:

a) Approve the carry forwards and proposal for use of underspend;

b) Approve the 2006/07 Final Accounts;

c) Approve the backward looking efficiency statement for 2006/07; and,

d) Approve the Treasury Management Statement.

3.
Risk Assessment

3.1
Economic.  The carry forwards and continuing maintenance of adequate reserves will ensure that the Authority can continue with previously agreed schemes without impacting on current year budgets and respond to unforeseen pressures, if required.

4.
Background

4.1
In accordance with the requirements of The Accounts and Audit Regulations 2003, a formal set of accounts must be prepared and approved by the Fire Authority (or a Committee with the appropriate delegated powers) by 30 June 2007.

5.
Results for the year

5.1
The final outturn position on the revenue budget, after application of carry forwards and transfers to earmarked reserves, is just below the amount reported to the Fire Authority in May, £25k underspent at year-end.  A simple summary of the final outturn is shown below, further details (in normal budgetary control format) are set out in Appendix 1.

	Budget Area
	Under (-) / Over (+)

	
	  £000
	%

	Controllable expenditure/income
	-1,484
	-6.4

	Pensions (net)
	+68
	-

	Operational Fire Budget
	-18
	-0.6

	
	-1,434
	-7.0

	Transferred to (-)/Financed from (+)
	
	

	Ringfenced Carry Forwards (IPDS*/Grants/Succession Planning**)
	-427
	

	Delegated Budgets Carried Forward
	-390
	

	Contribution to Capital Reserve for Dual Appliances
	-500
	

	Corporate Carry Forwards
	-92
	

	Underspend to General Reserve
	-25
	

	
	
	

	
	-1,434
	


*The Integrated Personal Development System (IPDS) budget was earmarked as a ringfenced budget during the 2004/05 budget cycle.

**The succession planning model, formally approved by the Fire Authority in October 2007, agreed that the underspends against the full-time firefighters budget could be used to fund medium term over recruitment.

5.2
The underspend is calculated after allowing for the carry forward of £934k (as budget).  The carry forwards are required for:

· the transfer of underspending on the current scheme of Local Financial Management to the new financial year (£390k).  Goods and Services that were ordered in the old financial year but were not delivered or provided by the 31st March account for £86k of this figure;

· the transfer of underspending on firefighters to finance the costs associated with employing firefighters in advance of current employees retiring (£162k);

· the purchase of covert cameras for the on Haystack fires (£71k);

· training costs associated with the equality scheme (£21k);

· Ringfenced IPDS budget underspend (£65k); and,

· Carry forward of specific ODPM grants (£200k).

5.3
The full option appraisal and subsequent contractual issues associated with the dual appliance project have resulted in a delay in purchasing this type of appliance.  The funding that was budgeted for in 2006/07 will be earmarked within the capital reserve to fund the purchase. 

6.
Reserves

6.1
A summary of movements in reserves is shown in the tables below.  The useable general reserve is £1,751k.

	General Reserve
	Para
	£000

	Balance at 1 April 2006
	
	3,135

	
	
	
	

	
	Carry Forwards applied from 2005/06
	
	-790

	
	Carry Forwards to 2007/08
	
	933

	
	
	
	

	Actual Balance at 31 March 2007
	
	3,303

	
	
	
	

	
	Carry Forwards from 2006/07 applied
	5.2
	-933

	
	2005/06 carry forwards to be applied
	
	-479

	
	Innovation fund and Abandoned Vehicles fund
	
	-140

	
	2006/07 Underspend
	
	25

	
	
	
	

	Useable Balance at 31 March 2007
	
	1,751


6.2 The medium term financial strategy, approved by the Fire Authority in December 2006, incorporated a policy on the utilisation of reserves and a proposal as to how they will be applied.  This proposal estimates that £350k of reserves will be applied over the next 5 years, reducing the contingency to approximately 5% of the net budget. 


6.3
The Pensions Reserve is used to finance the capital costs associated with funding early retirements.  The level of this reserve is assessed annually to ensure it is appropriate in light of the number of ill health retirements experienced in any given financial year.  The service did not have any ill health retirements during 2006/07.

	Pensions Reserve
	£000

	Balance at 1 April 2006
	963

	
	
	

	
	Ill Health contribution re. 2005/06
	-78

	
	
	

	Actual Balance at 31 March 2007
	885


6.4
The Authority holds a Capital Reserve to provide additional flexibility in the financing of the capital programme.  

	Capital Reserve
	£000

	Balance at 1 April 2006
	230

	
	

	
	Transfer from revenue funding for the dual appliances
	500

	
	

	Actual Reserve at 31 March 2007
	730


6.5
In 2004/05, the Authority created an additional earmarked reserve, to meet the long-term liability of fire hydrant installations. 

	Hydrant Reserve
	£000

	Balance at 1 April 2006
	56

	
	
	

	
	Contribution to Hydrant Reserve
	0

	
	
	

	Actual Reserve at 31 March 2007
	56


7.
Technical Issues

7.1
The Accounts, as presented, are prepared in accordance with the ‘Code of Practice on Local Authority Accounting in the United Kingdom’ (more commonly known as the Statement of Recommended Practice (SORP)) and include an income and expenditure account, statement of movement on the general fund balance, statement of total recognised gains and losses, full balance sheet and a cash flow statement.
7.2
The 2006 SORP has been updated significantly.  The updates have resulted in presentation changes to the accounts to ensure that local authority accounts and now more aligned with United Kingdom Generally Accepted Accounting Principles, the body that regulates how company accounts must be prepared.
7.3
The accounts will be audited in July by the External Auditor and will be opened for public inspection in accordance with statutory requirements.

7.4
The final, audited accounts, are scheduled to be published in September.

8.
Capital Programme

8.1
The final expenditure figures on the capital programme are detailed in the table below:
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8.2
The capital programme for 2006/07 was 67% complete.  However, delays experienced were mainly due to goods not being received prior to the end of the financial year.  If all orders had been received the programme would have been completed by year end.  The slippage associated with these schemes has been carried forward to the new financial year.

9.
Treasury Management

9.1
The Treasury Management Policy requires the Treasurer to provide to the Authority an annual report on treasury management activity, as part of the final accounts process.

9.2
The annual report on Treasury Management activity in 2006/07 is attached as Appendix 2 to this report.
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 Budget

£

Actual to 

Date

£

Variance

£

Variance 

%

Full Time Firefighters

11,079,306

11,005,136

-74,170

-0.67%

Control Room Staff

906,436

886,773

-19,663

-2.17%

Local Govt. Employees

2,847,362

2,832,837

-14,525

-0.51%

Senior Management (Hay)

1,016,710

966,844

-49,866

-4.90%

Recruitment, Training & Insurance

860,804

783,503

-77,301

-8.98%

Fire Allowances

633,222

613,500

-19,722

-3.11%

EMPLOYEE COSTS

17,343,840

17,088,595

-255,245

1.47%

Property Maintenance

367,688

381,833

14,145

3.85%

Insurance

296,810

298,223

1,413

0.48%

Energy Costs

174,510

185,478

10,968

6.29%

Cleaning

111,778

92,102

-19,676

-17.60%

Rents & Rates

366,001

359,940

-6,061

-1.66%

PREMISES

1,316,787

1,317,576

789

0.06%

Car & Cycle Allowances

265,940

265,634

-306

-0.11%

Vehicle Running Expenses

87,605

87,604

-1

-0.00%

Vehicle Insurance

122,399

122,698

299

0.24%

TRANSPORT AND MOVEABLE PLANT

475,944

475,936

-8

0.00%

Office Expenses

319,164

272,754

-46,410

-14.54%

IT & Communications Equip.

972,275

972,991

716

0.07%

Fire Equipment

319,897

319,147

-750

-0.23%

Uniforms & Clothing

371,503

368,976

-2,527

-0.68%

Other Supplies & Services

1,712,973

2,085,396

372,423

21.74%

SUPPLIES AND SERVICES

3,695,812

4,019,263

323,451

8.05%

Agency Costs

64,380

70,844

6,464

10.04%

Support Service Contracts

44,820

58,694

13,874

30.95%

AGENCY & CONTRACTED SERVICES

109,200

129,538

20,338

18.62%

Debt Charges

765,675

819,756

54,081

7.06%

External Interest

-72,205

-233,636

-161,431

223.57%

CAPITAL FINANCING

693,470

586,120

-107,350

15.48%

CONTROLLABLE EXPENDITURE

23,635,053

23,617,027

-18,026

0.08%

Other Income

-571,968

-629,012

-57,044

9.97%

CONTROLLABLE INCOME

-571,968

-612,005

-57,044

7.00%

NET CONTROLLABLE EXPENDITURE

23,063,085

23,005,022

-75,070

0.33%

Pensions  - Lump Sums

76,650

77,033

383

0.50%

Transfer Values - In

0

-2,113

-2,113

0.00%

Transfer Values - Out

0

70,368

70,368

0.00%

Operational Fire Budget

2,753,126

2,734,652

-18,474

-0.67%

SAFETY-NETTED EXPENDITURE

2,829,776

2,879,941

50,165

1.77%

NET EXPENDITURE

25,892,861

25,884,962

-24,906

-0.10%


1.
ANNUAL TREASURY MANAGEMENT REPORT 2006/07
1.1
The Authority adopted the CIPFA Code of Practice for Treasury Management in the Public Sector in December 2002 and operates its treasury management service in compliance with this code.  This annual report covers the last year of treasury management operations.
1.2
The table below summarises the expenditure and income for capital financing and complies with the reporting requirements in CIPFA’s Code of Practice for Treasury Management.

	
	Budget

£000
	Actual

£000
	Variance

£000

	Interest Payments
	155
	140
	-15

	Interest Receipts
	-72
	-234
	-162

	Long Term Loan
	0
	0
	0

	Long Term Finance Lease
	190
	184
	-6

	Repayments
	0
	0
	0

	
	273
	90
	-183


1.3
Owing to the Authority’s surplus cash balances the Authority has not had a need to enter into any additional borrowing.  The interest payments are the result of temporary debts e.g. bank overdraft and short-term borrowing.

1.4
The change in the Authority’s loan debt over the year was as follows:

	
	1st April 2006

£000
	Loans Raised

£000
	Loans Repaid

£000
	31st March 2007

£000 

	Long-term debt
	3,173
	0
	-184
	2,989

	Temporary debt
	0
	0
	0
	0

	
	2,261
	0
	-788
	3,173

	Less Investment
	-2,716
	
	
	-3,935

	Net Investments
	455
	
	
	762


Although no new debt was raised in 2006/07, the loan of £1.7 million was replaced with longer term debt, allowing a bonus to be taken on the repaid debt.

1.5
Long-term debt consists of loan for periods exceeding one year at a fixed rate of interest.  The average interest paid on the long-term debt was 4.36% over the year. 

1.6
Interest receipts are earned on temporary cash surpluses investment in deposit accounts in accordance with the Treasury Management Policy.

1.7
Each year the Authority must determine a series of prudential indicators that identify maximum limits for its borrowing and the proportion of interest payable which is at a variable rate.  The outcome for 2006/07 was as follows: 
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Budget

2006/07 

Actual

£m

£m

Capital Financing Requirement

6.002

2.989

Operational Boundary

5.943

2.989

Authorised Limit

8.765

2.989

Headroom

Upper limit for fixed interest rate exposure

Net principal fixed rate borrowing / investments

100%

100%

Upper limit for variable interest rate exposure

100%

0%

Net principal variable rate borrowing / investments

Upper limit for total principal sums invested for over 364 days

0%

0%

Maturity structure of new fixed rate borrowing during 2006/07:

Upper 

Limit

Lower 

Limit

Actual

under 12 months

100%

0%

6.1

12 months and with 24 months

100%

0%

6.1

24 months and within 5 years

100%

0%

18.4

5 years and within 10 years

100%

0%

12.5

10 years and above

100%

0%

56.9


1.8
The Authority sought advice from Sector Treasury Consultants prior to entering into the loan agreement and it was recommended, that owing to low interest rates and market forecasts, that a long-term fixed rate loan would be most beneficial to the Authority.
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%





Vehicles





760





0





760





504





66%





Land & Buildings





155





41





196





222





113%





Equipment





133





-17





116





48





41%





IT and Communications





320





0





320





165





51%





1,368





24





1,392





938





67%





Capital Receipts





-59





0





-59





-36





Loan





-1,180





-11





-1,191





-645





Grants





-66





-13





-79





0





Revenue Contribution





-63





0





-63





-257





-1,368





-24





-1,392





-938








1
6

